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Tax Battle Looms 


One of the most heated struggles in Congress 
during the next few months will involve the tax 
issue. Will we reduce taxes and, if so, where? 

In an election year, the temptation to reduce taxes 
is especially strong. Those who are in favor of 
taking this action advance two chief arguments. 
They say a reduction will help combat inflation by 
encouraging capital investment and thus increasing 
production. And they say-a decrease for the lower 
brackets will provide extra income and, therefore, 
forestall another round of wage demands. 

There are answers to these contentions. To the 
first there is the fact that we are presently producing 
at virtual capacity; there are neither manpower nor 
facilities available to increase our production in the 
near future to an extent sufficient to pull us out of 
the inflationary jam in which we find ourselves. 
Releasing additional dollars for investment will not 
produce more goods; it will bid up the price of raw 
materials, bid up wages, and push up the ultimate 
price to the consumer. 

Nor is there any indication that a tax reduction 
will affect labor’s wage demands. At the present 
time wage demands are related in large degree to the 
increase in the cost of living. Even if labor were to 
be contented with this proposal (which is exceed- 
ingly unlikely), such a tax reduction would place 
additional millions of dollars in the hands of con- 
sumers who will have compelling reasons for spend- 
ing them at once. Lacking effective controls, the 
only result can be: increased demand, higher prices, 
and new wage demands. 

In a time when we are plagued with excess demand 
over supply—i.e., excess dollars over goods and 
services available—we can only add to the unbalance 
and aggravate our problem by increasing through 
tax reduction the number of dollars in circulation. 

However, those who favor tax reduction will be 
bolstered in their arguments by several factors. From 
all indications, the revenue to be collected for the 
year 1947 will be much higher than heretofore 
anticipated. This seeming affluence will add fuel 
to the cry that “We are helping people in other 
countries, why can’t we ease the burden on our 
own?” ‘There is much less appeal in the bare 
reasoning that the more of the national debt we can 
write off the better for our financial stability. 


In addition, there are a number of admitted in- 
equities in the present tax law. Unquestionably 
they should be corrected. The point is, can we 
afford to do it in the middle of an inflationary spiral? 
There is strong support in Congress for the elimina- 
tion of community property discrimination against 
residents of 35 states that have not adopted this 
arrangement. Just and equitable as such action may 
appear, it will divert 600 million dollars annually 
from revenue collected and turn it over to the stream 
of purchasing power. Dare we do that now? 

Then there is the very real problem of the in- 
creasingly large proportion of our lower bracket, 
fixed income population that is suffering actual 
hardship in the face of the rise in the cost of living. 
It is hard to say that we would not favor giving 
these people tax relief at this time. In the long run 


the most likely way of guaranteeing that goods will 


be available at prices more and more people can 
afford to pay, is to stop the rising cost of living now. 

It is imperative that we keep our minds on the 
economic health of the nation. We will be able to 
meet neither our domestic obligations nor inter- 
national responsibilities if inflation overruns us. A 
tax reduction can only push us further in that 
direction. 


State of the Union 


President Truman’s message on the State of the 
Union outlined a very broad program of federal 
legislation for a ten-year period. It recommended 
not only immediate objectives such as the European 
Recovery Program and inflation control but nu- 
merous intermediary steps such as federal support 
in the fields of health, housing, education, and social 
security. In addition, it proposed long-term objec- 


tives including conservation and reclamation, valley / 


authorities and civil rights. 

The President caused special comment by his 
advocacy of certain tax reductions coupled with tax 
increases on corporation profits. 

One general conclusion can certainly be drawn: 
we are in for six months during which political con- 
siderations will weigh very heavily with both parties. 
It behooves the citizen to hammer away at the issues 
which he or she deems essential to the public interest, 
lest they be jeopardized in the jockeying for election 
advantage. 


Plans for Administering E.R.P. 


One of the most controversial points of the Euro- 
pean Recovery Program is the question of how aid 
should be administered. Two major plans have 
been proposed. They reflect conflict between legis- 
lative and executive, particularly strong at a time 
such as this when different parties are in control of 
these two branches of the government. 


Herter Plan 


Representative Herter (R., Mass.) has introduced 
a bill to establish an Emergency Foreign Reconstruc- 
tion Authority. The EFRA would be an independ- 
ent agency in the form of a corporation. Control 
over its operations would rest in a bi-partisan eight- 
man Board of Directors, appointed by the President 
with the advice and consent of the Senate. 

There would also be an advisory group, the 
Foreign Aid Council, consisting of the Secretary of 
State as Chairman, and the Secretaries of Treasury, 
Defense, Agriculture, Commerce, the Chairman of 
the Board of the Export-Import Bank, as well as the 
eight Board members of EFRA. 

Subsidiary corporations could be set up abroad 
as needed. 

While required to consult with the Foreign Aid 
Council, the EFRA would have the authority to 
make all essential decisions on carrying out the Euro- 
pean Recovery Program. It could, for example, cut 
off aid to a nation without the approval of the Sec- 
retary of State. 


President's Plan 


The President’s plan calls for a new agency, 
not in corporate form, to be known as the Eco- 
nomic Cooperation Administration. Its administra- 
tor would be directly responsible to the President, 
and would be subject to the direction of the Secretary 
of State on all decisions involving foreign policy. 


Using existing facilities of the various government 
agencies, ECA would be a small, coordinating body. 
It would provide for a special “roving ambassador” 
abroad, but the necessary staff in each foreign coun- 
try would be integrated into our Embassies. 


Functions of the New Agency 


The main functions of the administering agency 
will be: (1) to review, in close cooperation with the 
various countries, their needs for E.R.P. assistance; 
(2) to work out, periodically, aid programs for each 
nation, and to negotiate necessary agreements with 
their governments; (3) to arrange with other agen- 
cies for carrying out the program—with the Export- 
Import bank for loans, with Agriculture Department 
for food procurement, etc.; (4) to maintain a con- 
tinuous relationship with the UN and with what- 
ever continuing organization the 16 nations set up; 
and (5) to keep a constant review of the whole 
operation. 


Evaluating the Plans 


These tasks of the administering agency show that 
the ERP will be, above all else, a focal point of U. S. 
foreign policy. To set up a separate, highly powerful 
agency to administer ERP would mean the creation 
of a second State Department. 

The Constitution of the U. S. makes the President 
responsible for the conduct of foreign policy. To 
carry out this responsibility, authority over foreign 
affairs must rest with the President and with his 
appointed deputy in this field, the Secretary of State. 
A division of responsibility and authority, as the 
Herter plan proposes, runs counter to sound admin- 
istrative practice, as well as to the Constitution. 

The issue, then, goes far deeper than partisan 
politics. This was indicated when the President’s 
plan was introduced into the House by a Republican, 
Representative Eaton of New Jersey. 
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* CURRENT LEGISLATION x 


Repeal of Margarine Tax: Senator Fulbright, with 
the introduction of his bill (S. 1907) for repeal of 
Federal taxes and Federal license fees on oleo- 
margarine, indicated that he would press for passage 
in the current session. A number of similar bills 
have been introduced in the House. 


Displaced Persons: On Dec. 17 Senator Revercomb 
obtained permission from the Senate to extend the 
time when his Committee’s report was due from 
Jan. 10 to Feb. 10. Present word is that the Com- 
mittee may hold hearings before issuing the report. 


European Recovery Program: Senate Foreign Re- 
lations Committee, with no specific bill before it, 
began hearings January 8 on the ERP. Hearings 
are expected to last at least three weeks. As we go 


to press, House Foreign Affairs Committee is meet- 
ing in Executive Session to determine what its course 
of action will be. Before it are the so-called Adminis- 
tration bill (H. R. 4840), introduced by Mr. Eaton, 
and the Herter bill (H. R. 4579). 


Housing: The Gamble-McCarthy Committee con- 
cludes its ‘round-the-country hearings with a week 
in Washington beginning January 12. A report with 
recommendations is expected thereafter. 


Rent Control: Several bills have been introduced to 
extend rent control, among them S. 1741 (Myers) 
and H. R. 4728 (Kennedy). Hearings by Banking 
and Currency Committees of both Houses are ex- 
pected in the near future. 
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